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To the Shareholders: 


March 31st, 1967 


TO OUR SHAREHOLDERS: 


We are pleased to report that 1966 showed growth in profit and sales for 
NAVCO. A review of the chart showing earnings for the last four years 
reflects a continuing year by year improvement in your company. 


In 1966 our sales were $6,770,000 as compared to $5,880,000 in 1965, an 
increase of 15.1%. Our net profit in 1966 was $173,000 as compared to 
$112,000 for 1965, or an increase of 54.5%. Earnings per share increased 
from 13¢ in 1965 to 20¢ in 1966. Our cash flow for 1966 was 68¢ per share 
as compared to 55¢ per share in 1965. 


Continued progress has been made in your management team. All 
branches — Toronto, Preston, Montreal Quebec and Three Rivers — are 
now staffed by competent people and are all operating profitably. 


There has been substantial improvement made during the year in the 
efficiency of our controls. Our management has now been provided with 
better tools with which to operate the various departments of your 
company. 


We have been able to increase the efficiency and productivity of all 
departments at a greater rate than the rising costs in both product and 
operations. 


A substantial savings will be reflected this year in our parts purchases. 
We have been successful in many instances in replacing foreign suppliers 
with Canadian manufacturers. 


Our image with the industry, with the people we serve and with our 
suppliers has improved steadily. 


An excellent esprit de corps has developed, not only because operationally 
NAVCO has shown and is continuing to show marked improvement, but 
also due to the fact that wherever possible promotional advantages have 


| been offered to employees within our own ranks. We have many examples 


of men and women now serving in executive capacities who literally 
worked their way up through experience, ability and proven worthiness. 
We are very proud of these people who are doing an outstanding job for 
your company. 


We would like to point out that a net profit of 2.6% was made in spite 
of a $220,000. interest cost for the year and a depreciation charge of 
$430,000. It is anticipated that our scheduled repayment plan will lower 
this interest cost this year. We also trust that with a continuation of 
growth and profits it may be possible to make a more satisfactory 
arrangement to modify these interest costs. 


During the year a very substantial capital outlay was made of approx- 
imately $600,000. As of the end of the year we were in an excellent 
position as far as equipment on hand was concerned, and we can expect 
that the capital costs for 1967 will be substantially lower than 1966. 

A major part of our new business was brought in during the latter half of 
the year. As a result the full impact of these sales will only become 
apparent during our 1967 operations. 


A forecast of the future and potential in the food catering business, 
whether manual or automatic, can best be accomplished, we feel, by 
making some comparisons with the same industry in the United States. 


The United States has 10 times the population of Canada. Yet, within this 
industry their revenue is 40 times higher than in Canada. However, the 
growth rate in Canada in the past 2 years has exceeded that in the 
United States. The average net profit in the United States in 1966 was 
4.7% pre tax. The vending industry in Canada is quickly catching up to 
these figures. 


With sales for the first 2 months of 1967 showing a satisfactory increase 
over the same period for 1966 all indications lead us to believe that this 
year will show continued improvements in our sales, profits and capital 
structure. 


On Behalf of the Board of Directors 
M. KIRSCH, President 


National Automatic Vending Company Limited 


Balance Sheet as at December 31, 1966 
(With comparative figures as at December 31, 1965) 
ASSETS 
Current Assets: 1966 1965 __ 
Cash csc geecs. icra aes) cles oye et ee $ 141,574 $ 85,350 
Accounts receivable and prepaid location commissions, less 
allowance for doubtful accounts 2! =. .* i: wanteehes Gee 21,195 27,448 
Inventories, at lower of cost or net realizable value ........... 295,012 249,928 
Prepaid expenses and deferred charges ...................... 83,324 66,431 
Current portion of deferred interest ......................8.. 55,248 63,334 
$ 596,353 $ 492,491 
Fixed Assets (Note 4): 
Equipment, vehicles and leasehold improvements, at cost .... 3,944,233 3,368,823 
Less — Accumulated depreciation and amortization ..... 1,634,444 1,232,568 
$2,309,789 $2,136,255 
Other Assets — at cost: 
Deferred -interesti.  ti coa cece eee Coke nae cee 67,991 1397332 
Less — Current portion included in current assets ...... 55,248 63,334 
$ 12,743 $ 67,998 
Special. 5% refundable: tax; -siecem:. ack eaves conto yh ries 17,151, — 
Location acquisition costs (Note 3) ........ -cedaeee. Paes 687,219 682,419 
Financing and reorganization expenses ..................... 21,759 21,759 
$ 738,878 $ 772,176 
$3,645,020 $3,400,922 


The accompanying notes are an integral part of this statement. 
APPROVED ON BEHALF OF THE BOARD: 


“M. GOLDHAR”, Director. 


“Ml. KIRSCH”, Director 


Auditors’ Report to the Shareholders 


To the Shareholders of National Automatic Vending Company Limited 


We have examined the balance sheet of National Automatic Vending Company Limited 
as at December 31, 1966 and the statements of profit and loss and deficit for the year 
then ended. Our examination included a general review of the accounting procedures 
and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, the aforementioned statements, together with the notes thereto, present 
fairly the financial position of the company as at December 31, 1966 and the results of 
Operations for the year then ended, in accordance with generally accepted accounting 
principles applied on a consistent basis. 


Our examination also included the accompanying statement of source and use of 
funds which, in our opinion, when considered in relation to the aforementioned 
statements, presents fairly the changes in the working capital of the company for the 
year ended December 31, 1966. 


Toronto, Ontario 
March 3, 1967 


SOUPCOFF, STARKMAN, KRAFT & CO. 
Chartered Accountants 


LIABILITIES 


Current Liabilities: 1966 1965 
SETA Sg (eT ad an RE A Seige ee a gee ve $ 113,000 $ 165,000 
Accounts payable and accrued liabilities .................. 817,729 568,338 
Pee CIILCTE SU cot in at tng eAe ces ao bee RT TES ate cs « 59,602 8,553 
Provision for special 5% refundable tax .................... 17,157 — 
a MRR AYMEO VAL O Bei Ciara Ns Gee oh ee aie eh 26,196 24,638 
Current maturity of long-term debt (Note 2) ................ 110,000 230,479 

$1,143,684 $ 997,008 
Bong-ternidane (NOteS P and<2)i... isn cdalcans et ects: 1,806,877 1,907,527 
TOTACSEIABILIVIGS« 26itonce ice ta rae est ere irs $2,950,561 $2,904,535 


SHAREHOLDERS’ EQUITY 
Capital Stock (Note 1): 


Authorized: 
2,000,000 common shares without nominal or par value 
Issued: 
December 31, 1966 — 883,050 shares .................... 1,954,689 
December 31, 1965 — 866,150 shares .................... 1,929,339 
LOT Lie sR Sree aE CR ner Pe prea” EERE” eae Nee mg ey (1,260,230) (1,432,952) 


$ 694,459 $ 496,387 
$3,645,020 $3,400,922 


Statement of Profit and Loss and Deficit 


for the Year ended December 31, 1966 
(With comparative figures for the year ended December 31, 1965) 


1966, 1965, 

SULLY 8 a a a RE eA rie $6,773,686 $5,883,745 
Cost of sales, operating and other expenses... 5,955,328 5,205,658 
Profit before the undernoted deductions ..... $ 818,358 $ 678,087 
Interest on long-term debt ................. $219,793 $200,204 
Provision for loss on contracts discounted 

with finance companies not required .... (1,530) (2,776) 
Obsolete vending equipment written down to 

salvage value, net after proceeds of sales. . 403 9,381 
Depreciation and amortization .............. 426,970 645,636 358,775 565,584 
NET PROFITFORS YEAR co) is. ica wa vdearcys ioa8 $ 172,722 $ 112,503 
DOTCIIAL JANUALY 68 Ges corsa son des (1,432,952) (1,545,455) 
Detictih at*December 30... Tso eee es ci $(1,260,230) $(1,432,952) 


The accompanying notes are an integral part of this statement. 


National Automatic Vending Company Limited 


Notes to Financial Statements December 31, 1966 


1. Capital Stock 


During the year, the company issued to employees 16,900 common shares without par 
value for a cash consideration of $25,350. 


There are employee stock options outstanding as follows: 


6,500 common shares at $1.805 per share exercisable from time to time up to 
July 6, 1969. 


10,000 common shares at $1.70 per share exercisable from time to time up to 
February 2, 1971. 


There are 19,523 common shares reserved for the granting of employee stock 
options. 
The company has granted to the debentures holders an option to purchase up to 
15,000 common shares at $1.50 per share exercisable on or before November 14, 1967. 


The notes payable in the amount of $100,000 are convertible at the option of the 
holders into 66,666 common shares on or before June 30, 1967 (See also Note 2). 


The company has issued 200,000 share purchase warrants — 100,000 to the holders 
of the notes payable and 100,000 to the guarantors of a company bank loan in the 
amount of $100,000. Each warrant entitles the holder thereof to purchase one common 
share at $1.50 per share on or before December 29, 1968. 


2. Long-Term Debt 
The long-term debt position of the company is as follows: 


Debenture payable bearing interest at 10% per annum................ $ 780,000 
Debenture payable bearing interest at 12% per annum .............. 250,000 

Chattel mortgages bearing interest at various rates and maturing on 
various. dates’ from) 1967, to..1968 7 o... cases eee 786,877 
Notes payable bearing interest at 6% per annum .................... 100,000 
$1,916,877 


The company has made arrangements with certain of the debt holders for the 
repayment of principal of the existing debt during 1967. As a result of these arrange- 
ments, and by further negotiations to be carried out during the year, the company 
estimates that it will repay approximately $110,000 of the long-term debt during 1967. 


3. Location. Acquisition Costs (previously designated as Goodwill) 


These costs represent the difference between the cost of purchase and net asset 
values of companies or acquisitions at the time ownership was acquired over and 
above the cost of equipment acquired (principally vending machines). 


4. No provision has been made for taxes on income as a result of applying losses of 
prior years against current income. 


The company has claimed for tax purposes, capital cost allowances in excess of the 
depreciation and amortization recorded in the accounts. The undepreciated capital 
cost for tax purposes, is approximately $500,000 less than the net book value as 
Shown in the balance sheet. 


National Automatic Vending Company Limited 


Statement of Source and Use of Funds 


for the Year ended December 31, 1966 
(With comparative figures for the year ended December 31, 1965) 


Source of Funds: 1966 1965 
PIGENOEIC: TOR: VOACHO atte ee ee hk cae. se ripe Be gaia deans nee Me $172,722 $112,503 


DEDTEE IA UIONL ATIC AINGMUZACION 6 6oe s celeron: ke viele sie Su wees eibeain demeins 426,970 358,775 
Funds provided from operations (“cash flow”) ....................5. $599,692 $471,278 
Net increase or (decrease) in long-term debt ...................... (42,915) 234,467 
issiiatice Of capital stociey.) Aun OA ne et eee ot eee, 25,350 661 


$582,127 $706,406 


Use of Funds: 


Provision for special 5% refundable tax ...............0cc0e eee eees $17,157 $ — 
NEL AGGIIONS LO Tike ASSOlS | oo. cesdeganss PeeWee he hes hated 600,504 429,883 
Additions. to: location acquisition costs ..:.5..0.sacs.00. ele ee ees 4800 39,153 
$622,461 $469,036 
Net Increase or (Decrease) in Working Capital .................... $ (40,334) $237,370 


The accompanying notes are an integral part of this statement. 


National Automatic Vending Company Limited 


Five Year Financial Record 


1966 1965 1964 1963 1962 
OCHO RIOS ct) ei ss cs oat $6,773,686 $5,883,745 $5,965,278 $6,082,077 $5,024,615 
Costs and Expenses 
Cost of sales and operating 
BXUCNSOS ) Cicn ds soda ee: $5,955,328 $5,205,658 $5,553,037 $6,063,275 $5,019,777 
Interest on long-term debt... 219,793 200,204 180,783 160,610 109,619 
PBOTOCIAUIONS cre any ens eect 426,970 358,775 333,189 314,348 227,788 
Development costs written off — _ _ 28,617 _ 


Obsolete vending equipment 
written down to salvage 
WAG ees a tiee ios 403 9,381 2,190 309,040 — 


Provision for loss on contracts 
discounted with finance 


GONNDATICS soo le a (1,530) (2,776) (2,798) 70,000 — 
WOT AL slew eens 358 $6,600,964 $5,771,242 $6,066,401 $6,945,890 $5,357,184 
Net Profit or (Loss) .............. $ 172,722 $ 112,503 $ (101,123) $ (863,813) $ (332,569) 


Per Common Share 
Shares outstanding (end of 
Yeas oe hes bo coca oa 883,050 866,150 865,784 859,034 839,334 
Income per share ............ $ 0.20 $ 0.13 $ (0.12) $ (1.01) $ (0.40) 


Cash flow per share SS aS Se SS ee ee 
(before depreciation) ae $ 068 $ 055 $ 0.27 $ (0.28) $ (0.12) 


Ve 3% Ve se te We ee ale sla ee Melee tettoloe sto tettotlohloteo foto tole Soltek tote tele losh Mesteok 

Selo terhokee tei tok eke heteiieieiu teleeelielleleiiei lelelelelebelielejeneh lei 
iy 
ey 


Directors 


MAXWELL GOLDHAR % 
MOREY KIRSCH % 
KENNETH KELMAN * 
IRVING TENNEY 
ROBERT J. HEROLD % 


sii eioleiolinileilelieiee 


" Officers % 
3 <x 
ts Chairman of the Board * 
* MAXWELL GOLDHAR e 
% President and General Manager * 
x MOREY KIRSCH o 
* Executive Vice-President ‘ 
* KENNETH KELMAN 
% Secretary-Treasurer * 
* A. RICHARD BALICK S 
3 Vice-President of Sales * 
e FREDERICK C. STICKLEY 
* * 
% ; x 
* Head Office * 
8 26 DUFFLAW ROAD % 
8 Toronto 19, Ontario 


oO 
ey 
% 
1% 
ea : 
* Auditors t 
* SOUPCOFF, STARKMAN, KRAFT & CO. * 


. Toronto, Ontario 

“ hk 

* a * 

‘ Transfer Agent and Registrar x 

8 EASTERN & CHARTERED TRUST COMPANY ‘ 

: Toronto, Ontario * 
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9961 YNOd 
GALINIT ANVdWO9 INIGNSA SILVAOLAY TWNOILVN 
V1 430 SAYIVNNOILOV XNV LYOddVuY 


G3LIANIT ANVdWOO SNIGNSA SILVWOLNVY IVNOILVN 


HINOVdNOD V'I 


August 12, 1966 
Dear Shareholder: 


We are pleased to report that our business and earnings 
continue to improve. For the first twenty-four weeks ending 
June 17, 1966, our sales are up 1242% from $2,674,671.00 
in 1965 to $3,008,961.00 for 1966. Our net profit after 
providing for all expenses including depreciation was up 
153% from $50,482.00 in 1965 to $127,536.00 for 1966. 
From all indications this growth should continue for the 
balance of the year. 


Sincerely, 


NATIONAL AUTOMATIC VENDING 
COMPANY LIMITED 


Morey Kirsch 
President 


NATIONAL AUTOMATIC VENDING COMPANY LIMITED 
STATEMENT OF OPERATIONS 


For The Twenty-four Weeks Ended 
(Unaudited) 


June 17,1966 June 18, 1965 


Sales $3,008,961 $2,674,671 


Cost of Sales, Expenses and Depreciation 2,881,425 2,624,189 


Net Profit $ 127,536 $ 50,482 


Shares Outstanding (End of Period) 883,050 865,784 


Income Per Share $ .14 $ .06 


Note: No provision has been made for taxes or income as a result 
of applying losses of prior years against current income. 


le 12 aott, 1966 
Cher Actionnaire: 


Nous avons le plaisir de vous faire savoir que nos 
affaires et nos bénéfices continuent a prospérer. Pendant les 
vingt-quatre semaines allant jusqu’au 17 juin, 1966, nos 
ventes ont augmenté de 12142% passant de $2,674,671.00 
en 1965 a $3,008,961.00 pour 1966. Notre bénéfice net 
aprés décompte de toutes dépenses, dépréciations incluses, a 
été porté de 153% de $50,482.00 en 1965 a $127,536.00 
pour 1966. Tout laisse supposer que cette progression con- 
tinuera jusqu’a la fin de l’année. 

Sincérement votre, 


NATIONAL AUTOMATIC VENDING 
COMPANY LIMITED 


Morey Kirsch 
Président 


NATIONAL AUTOMATIC VENDING COMPANY LIMITED 
ETATS DES OPERATIONS 


pour les vingt-quatre semaines écoulées 
(non-controlées) 


17 juin, 1966 18 juin, 1965 


Ventes $3,008,961 $2,674,671 


Coat des Ventes, Dépenses et Dépréciation 2,881,425 2,624,189 


Bénéfice Net $ 127,536 $ 50,482 


Parts Impayées (En fin de période) 883,050 865,784 


Bénéfice Par Part $ .14 $ .06 


Note: Aucune provision n’a été faite pour les taxes ou bénéfices 
par suite de l’application des pertes des années précédentes, 
aux bénéfices de |l’année courante, 


